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APS 2019 APS Rate Case (E-01345A-19-0236)
The 2021 Paul Walker Sequel. 'Wall Street Sharks II:  Supervillains to Saviors'

Dear Chairwoman Marquez Peterson and Commissioners:

Oh, how the Wall Street sharks have gone from being supervillains to saviors in just five years!

In July 2016, Paul Walker produced a video supporting a controversial Solar Partners program, part ofAps's pending
rate case at the time, in which then-commissioner Tom Forese (elected with APS's dark-money campaigns)
participated. Even CEO Jeff Guldner (then a Senior Vice President) appeared in the video, which showed Wall Street
sharks chasing toy people meant to depict solar customers being taken advantage of. When asked about being part
APS's undue influence on the Commission, Mr. Walker responded: "That never meant he (Forese) was
predetermining a cost in a rate case. This is just typical political crap. 112

Fast forward to 2021 and the Wall Street sharks have become Arizona's saviors - at least in Mr. Walker's book. In
fact, he chastises Commissioners for throwing regulatory roadblocks in APS's earnings growth potential path and
making the Wall Street sharks crosswise. C'mon Commissioners! How dare you offend the Wall Street sharks?

Three simple inquiries confirm that it's an exparte communication to benefit APS - with a potential threat

Paul Wilkéf
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By Whom? APS has admitted to being a client of Paul Walker's company.3 Paul Walker (an ex-employee at the ACC
who should have known better) is a registered lobbyist at the ACC since 7/31/18.4 His
representation of APS is supposed to have ended on 1/31/21 (the record was somehow
last modified on 7/8/20) and yet Mr. Walker is still advocating for APS. The Commission
must fully investigate these discrepancies along with the APS-Paul Walker connection,
and most importantly, make sure that ratepayers are not paying a single penny toward
his lobbying fees that APS (or others) may have paid, and is possibly continuing to pay

For Whom? Whether the email Mr. Walker sent contains a copy of his most recent update on the Arizona regulatory
climate is immaterial. That Mr. Walker has disseminated the updates to a broad audience is equally immaterial. The
fact remains that neither the cover email nor the attachment were on the public record of a contested proceeding.
Because they are now public, doesn't absolve him or APS. Whether it was not "prepared in conjunction with, for, or
on APS's behalf" is immaterial. The unauthorized communication by a lobbyist was prepared for APS's benefit.

What? Whether other Arizona utilities are Mr. Walker's clients is immaterial. That it includes investment analysts'
opinions given to him by his Wall Street "friends" is also immaterial. APS is in a fully-litigated rate case for the first
time in a long time.5 The express purpose of his latest email is to exert nonpublic influence on the commissioners.
An older version included in the Costs of inconsistency whitepaper6 available on website theseusllc.net, mentions
APS 25 times and PNW more than 50 times. What else could his specific intent be in bringing up SCR disallowance,
RUCO recommendations, and cost of debt and equity issues - all of which were fervently argued by APS's experts?
More than just spam emails or lobbying (which is Mr. Walker's right if it is on the public record) or even the
unauthorized communications, the most worrisome aspect is the potential threat in his email to the Chairwoman:

"APSis now expected to have to file a rate case within a year after its decision becomes final - and
to have to litigate extensively on the SCR disallowance. "

moneyelecting-regulators in2014/artic le 7ebdaefe55ad-11e986b1
1 Welch, D. (2019 April 2). APS admits it spent big money electing regulators in 2014. Azfamily.com.
https://www.azfamily.com/news/nolitics/arizona politics/apsadmitsitspentbig
a3f29b8C79S2.html
2 Randazzo, R. (2016, July 29). Democrats complain APS solar issue being prejudged.The Arizona Republic.
https://www.azcentraIcom/storv/monev/business/energy/2016/07/28/democratscomplainapssolarissuebeingpreiudged/B7594622/
3 APS response to the Chairwoman at: httos://docket.images.azcc.gov/E000015382.pdf
4 ACC Registered Lobbyist search at: httns://efiline.azcc.gov/publicrecords/lobbvist/detail;id=67b17ef66S4f4f41bc4bc448ef251e19
S The Chairwoman must not coerce a settlement from the dais bygiving more weight to joint filings from "otherwise traditionally opposing parties."
6 "Theseus The Costs of Inconsistency June 2021 at: https://theseusllc.net/articlesandpublications
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Arizona will face dire consequences if the Commission fails to rubberstamp APS's request, really?

Let me address the substance (or lack thereof) of Mr. Walker specious argument that if the Commission doesn't
genuflect before the Wall Street sharks, the sky will fall on the ratepayers. He suddenly seems to value opinions of
Wall Street sharks he derided five years ago. (Question: If the analyst reports are "publicly available," why doesn't
Mr. Walker cite them, but instead gets them from "friends" of his on Wall Street as a courtesy?)

The Arizona Supreme Court in Ariz. Corp. Comm'n v. State ex rel. Woodsy said: "The Commission was not designed
to protect public service corporations and their management but, rather, was established to protect our citizens
from the results of speculation, mismanagement, and abuse of power." The Court presciently noted that abuses
are " inherent in the public utility holding company structure"  necessitating "a balancing of the investor and
consumer interests." Don Brandt openly testified to the ACC in Sep. 2019 that APS management's "first allegiance"
was to the shareholders who own the company,*' and he certainly acted as such.

2018 l l igh i igh ls  and i1c h iwei i ie ! i ls

Shanwnlde l.i1.1r

l. 4 l l  1w: lmv ! .
nc  3L[A££ 1 : lui

l a i n . l l l l l l . l l
l [ | | l l | sa...s

m
a u m n r

v . .i . .

/

Wall Street quadrupled the PNW stock - from a low of $23.00 in 2009 to a high of $92.33 in 2018 - which enabled
Pinnacle West to create $8.8 Billion in Total Shareholder Value from 2009-2018
aided by an assist from corrupt commissions it had bankrolled. No Wall Street
shark shed a tear about the fact that APS's residential rates had skyrocketed by
more than 30% from 2008 (10.88 cents/kWh) to 2018 (14.16 cents/kWh) - at
a growth rate significantly higher than inflation - despite the average and total
residential usage had, in fact, declined. By 2018, APS's residential rate was 21%

higher than SRP's, 13% higher than TEP's, and 41% higher than UNS's residential rate, according to the ElA price
data.9 But the Wall Street sharks are now worried about an environment of "consumer advocacy" and "an effort on
the part of the commission to control rates"?1° Life was sure good when the commission failed to control rates.

Wall Street sharks celebrated these achievements in Total Shareholder Return: "Since May 1, 2009, Pinnacle West
has delivered an annualized TSR of 17.1%, exceeding the annualized returns of the S&P 1500 Electric Utilities Index
of 11.1% and the S&P 500 Index of 13.9%."11 PNW had "increased its dividend for the 7th consecutive year, by 6%."
They paid thenCEO Don Brandt $14.5 million for 2018 to make him the 3rd highest paid CEO in Arizona.12 Sadly,
that same year, APS cut off power more than 110,000 times for non-payment (including Stephanie Pullman's) and
left 1 in 10 customers in the dark." In the tug of war that is rate making, when investors win, ratepayers lose! Mr.
Walker knows this because he says, "those investors likely don't care about Arizona's future"1" - and yet, he tries
to gaslight us into believing that what's good for the Wall Street sharks is also good for Arizona's ratepayers.

WACCy: To prove his point, Mr. Walker reports in his white paper that at least $672 million in funding is provided
to Arizona utilities every year, a vast majority coming from Wall Street investors, with the highest portion (S277
million) going to APS. Then, as a red herring, he concocts a doomsday scenario in which " Ar izona utilities won' t be

..'=. z ~.T-...1. a.:  ,__ able to sell stock"15 and will be forced to increase their use of debt at 6% debt cost from

' .. T of 50% to 70% of their capital expenditure needs. He then calculates the increase in
Weighted Average Capital Costs as $3.7 million. The APS portion would be about $1.52
million in what he describes as "unavoidable costs to ratepayers." And the snake oil Mr.

Walker peddles to the Commission is this: Arizona will face dire consequences if the Commission doesn't approve
imprudent SCR investments, reward APS with 10% ROE, and authorize $169 million in revenue requirement, an
amount 111 times more than the $1.52 million in doomsday costs. Ignore him and install an email spam filter.

7 Ariz. Corp. Comm'n v. State ex rel. Woods at: httns://law.iustia.com/cases/arizona/supremecourt/1992/cv910082sa2.html
a Don Brandt Testimony to the Acc on 9/4/2019, 3:22:09 mark, at: httnsz//azcc.granicus.com/plaver/clin/36s7?view id=3&redirect=true&entntime=12129
9 EIA average price data available at: https://www.eia.gov/electricitv/sales revenue price/
m See the question by Paul Patterson of Glenrock Associates in Pinnacle West Q2 2021 Results .. Earnings Call Transcript at:
https://seekinaaloha.com/artic le/4445686r.iinnaclewestcapitalcoropnwceo1effreveuldneronq22021resultsearningscall
11 Pinnacle West 2019 Proxy Statement at: be 1 s22.u4cdn.com/464697698/files/doc financials/annual/2019/2019ProxvStatementWebReady.pdf
Hz Wiles R. (2019, June 27). Pay for Arizona CEOs hit a new record in 2018 - see who made the most.The Arizona Republic.
https://www.azcentraI.com/storv/monev/business/economv/2019/06/27/arizonahighestoaidceossetnewearningrecord2018/1516937001/
paRoberts L. (2019, June 6). APS cut power to poor customers 110000 times last year while raking in eye popping profit. The Arizona Republic.
https;//www.azcentral.com/storv/ooinion/oned/laurieroberts/2019/06/06/arizonapublicservicerateleftooorcustomersdark/1368624001/
*" "Theseus The Costs of inconsistency June 2021", 56 at: https://theseusllc.net/articlesandnublications
is Fortis (FTS) and Pinnacle West (PNW) have 471 million and 113 million shares outstanding and a market cap of $21.6 billion and $8.7 billion respectively.
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